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The Changing World Legal Context for Innovation
Michael K. Kirk*
This Paper covers the efforts in the World Intellectual Property Organization ("WIPO") to harmonize world patent laws, the efforts in the
Uruguay Round of multilateral trade negotiations under the General
Agreement on Tariffs and Trade ("GATT") to establish minimum standards of protection for intellectual property and the efforts by the United
States, using section 301 of the Trade Act of 1974, as amended by the
Omnibus Trade and Competitiveness Act of 1988, to eliminate problems
with the protection of intellectual property in specific countries.
I. PATENT LAW HARMONIZATION
Until recently, the World Intellectual Property Organization
("WIPO") was the focus of most efforts to improve national laws dealing
with patents, copyrights, trademarks, designs and other forms of intellectual property. One effort of particular importance to the legal context for
innovation was the negotiation, beginning in 1985, of a draft "Treaty on
the Harmonization of Certain Provisions in Laws for the Protection of
Inventions" ("Treaty").
The draft Treaty comprises more than twenty articles, some of
which include rules. The topics ranged from mundane matters, such as
the details for naming an inventor in a patent application, to fundamental
matters for protecting inventions, such as the kinds of inventions which
must be protected, the term and scope of protection which must be provided and the basis on which countries must determine which of two or
more rival applicants will be granted a patent.
A number of changes would have to be made to U.S. patent law if
the United States chooses to adhere to the Treaty when it is completed.
For example, the United States would have to change to a first-to-file
system for determining which of two or more competing applicants is
entitled to a patent for a particular invention. Another provision would
require that the United States change the term of protection from seventeen years from the date a patent is issued to twenty years from the filing
date of the application.
The United States would also have to change the manner in which
the patent-defeating effect of patent applications and patents are treated.
Currently, the filing date of a U.S. patent application, even when it is
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based on a foreign application, is used to determine whether an invention
in a subsequently filed U.S. patent application is novel and non-obvious.
If the Treaty is adopted, the filing date of the foreign application on
which a U.S. application is based, the priority date, will be used to determine the novelty of an invention for a subsequent U.S. application, provided that the earlier filed U.S. application is subsequently published.
After publication of the earlier filed U.S. application, we will use the publication date to determine the obviousness of the invention in the subsequently filed U.S. application.
In the negotiations, the United States also has argued for a number
of proposals that we believe will facilitate meaningful patent protection
around the world. One of these is a provision establishing an international grace period to prevent some disclosures of an invention within a
certain period prior to the filing of the first application from making the
invention unpatentable. The draft Treaty, if adopted, would also require
that countries grant product and process patents in all fields of technology; it would provide for a reasonable scope of claim interpretation in
issued patents; and it would permit filing of patent applications in the
language of the applicant.
Experts have met six times since 1985 and will meet again this
month. A Diplomatic Conference is tentatively scheduled for the 19901991 biennium to consider and adopt the Treaty. If the Treaty is
adopted, innovators will find it simpler to apply for patent protection
around the world because the procedures used by the patent offices for
applying and granting of patents in member states will be the same.
The U.S. Commissioner of Patents and Trademarks has referred in
many speeches to his dream of innovators being able to file one application in their own language in their own country and, if a patent is
granted, having it be valid worldwide. This Treaty does not go that far
but Dr. Arpad Bogsch has a proposal similar to this in the 1990-91
planned activities of WIPO.
II.

THE URUGUAY ROUND OF TRADE NEGOTIATIONS

Over the years, many U.S. businesses had become frustrated due to
an inability to obtain rights or, if rights could be obtained, the ineffective
protection given to inventions and creations under the laws of many
countries. Since many of the countries involved were parties to the intellectual property agreements administered by WIPO, U.S. businesses began to regard those agreements as inadequate to provide protection for
the products of rapidly changing technology.
At about the same time, the United States had begun to outline a
GATT agreement intended to govern actions to prevent international
trade in counterfeit trademarked goods. Industry groups were consulted
regarding the draft text, and as a result, businesses that rely on innovation became aware of the role which the GATT might play in improving
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international protection for intellectual property rights. Trade officials of
various countries became aware of the distortion to trade that can result
from certain government practices in the intellectual property area.
GATT, the international agreement governing international trade in
goods, also refers to the organization that administers the GATT Agreement and several related agreements which define further the provisions
of GATT. Because the major international intellectual property agreements administered by WIPO do not provide an effective method for
resolving disputes among member states, those businesses that had assisted in the attempt to develop an anti-counterfeiting agreement under
the GATT began to perceive the GATT as a better forum for upgrading
the protection of intellectual property abroad. The GATT, they had
learned, contains provisions for handling disputes when one contracting
party believes that another is not living up to its obligations.
As a result, when efforts began in 1982 to initiate a new round of
multilateral trade negotiations, the U.S. government, supported by the
private sector, was the leading proponent of including intellectual property as one of the subjects for negotiation. The Uruguay Round of trade
negotiations was initiated in 1986 at a meeting of trade ministers in
Punta del Este, Uruguay - hence the name. The declaration which the
Ministers signed called for negotiations on traditional trade topics such
as tariffs, subsidies, improvements in dispute resolution and textiles, but
added three new topics - services, investment and intellectual property.
Intellectual property discussions take place in the Negotiating Group on
the Trade Related Aspects of Intellectual Property ("TRIPs").
During the first two years of negotiations, the European Communities ("EC"), Japan, the Nordic countries, Switzerland and the United
States presented proposals for improving protection of intellectual property and eliminating distortions in international trade caused by the lack
of such protection. The United States proposed the establishment of substantive standards for patents, copyrights, trademarks, trade secrets and
semiconductor chip mask work layout designs. In addition, standards
for the effective enforcement of intellectual property rights internally and
at the border were proposed.
The EC proposed the establishment of substantive standards in the
same areas and called for standards for geographical indications, including appellations of origin for industrial models and designs and for neighboring rights for broadcasters, performers and producers of phonograms.
The Japanese proposed the establishment of standards similar to those
proposed by the United States, with the addition of neighboring rights
and industrial designs. Unlike the proposals of the United States and the
European Communities, Japan's proposal does not address trade secrets.
The proposals of the Nordic countries and Switzerland are similar
to the proposals of the EC, the United States and Japan, but are not as
detailed or specific. The similarity of all these proposals is due, in no
small part, to the efforts of the private sector, which sought to advance
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the negotiating process by suggesting appropriate standards for each
form of intellectual property under discussion.
During the first two years of negotiations, Brazil, India and other
developing countries argued that the TRIPs negotiators did not have a
mandate to engage in negotiations on substantive standards for the protection of intellectual property. They argued that jurisdiction for such
standards resided solely with WIPO and UNESCO, which administers
the Universal Copyright Convention. They claimed that GATT negotiators were restricted to negotiating an agreement on the treatment to be
given counterfeit goods and to clarifying the GATT provisions which
would apply to the treatment of intellectual property.
In December, during a "mid-term review" of the negotiations, the
GATT talks reached a stalemate, in part because the United States and
the EC could not break a deadlock in their negotiations regarding agricultural subsidies. The trade ministers at the meeting instructed the Director General of GATT to conduct high-level consultations during the
first quarter of 1989 on the unresolved issues - agriculture, TRIPs, textiles, and "safeguards" - in order to achieve a consensus on the future
direction of the negotiations. The deadlock in intellectual property was
broken last week at meetings in Geneva with the adoption of terms of
reference for future negotiations.
The terms of reference state that the negotiations will include the
following issues:
1) The applicability of the basic principles of the GATT and relevant
international intellectual property agreements or conventions;
2) The provision of adequate standards and principles concerning the
availability, scope and use of trade-related intellectual property
rights;
3) The provision of effective and appropriate means for the enforcement of trade-related intellectual property rights, taking into account differences in national legal systems;
4) The provision of effective and appropriate means for the enforcement of trade-related intellectual property rights, taking into account differences in national legal systems;
5) The provision of effective and expeditious procedures for the multilateral prevention and settlement of disputes between governments, including the applicability of GATT procedures; and
6) Transitional arrangements aimed at the fullest participation in the
results of the negotiations.
The terms of reference also state that the negotiations will include "development of a multilateral framework of principles, rules and disciplines
dealing with international trade in counterfeit goods."
If the results of the intellectual property negotiations in the Uruguay
Round reflect the proposals put forth by the developed countries, they
will not require significant changes in U.S. patent, copyright, trademark,
trade secret or semiconductor chip mask work layout design laws since
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those laws generally meet the minimum standards proposed. The United
States is likely to be pressured, however, to enact laws to protect designs
and appellations of origin in exchange for improvements other countries
would make to meet the minimum standards the United States has proposed in areas such as trade secrets. It is too early to predict the outcome of the negotiations, but those countries supporting the effort are
using every opportunity to ensure that the minimum standards they seek
become part of any intellectual property agreement that comes out of the
Uruguay Round.
III.

U.S. BILATERAL EFFORTS

Running parallel to the effort to negotiate an agreement establishing
substantive intellectual property standards in the GATT has been the
U.S. bilateral effort to improve intellectual property protection worldwide. In 1978, officials from the International Trade Administration of
the Department of Commerce, the Office of the U.S. Trade Representative and the U.S. Patent and Trademark Office went to Hungary to resolve a problem U.S. businesses were having in that country. The
discussions succeeded, in part because of the link made between trade
and intellectual property protection. Because the U.S. market is so large,
few countries are willing to risk being closed out of even a small part of it
if a request from the United States can be accommodated without significant domestic cost.
In 1982 and 1983, building on the experience in Hungary, the International Trade Administration, the Trade Representative, the Patent and
Trademark Office and the Register of Copyright's Office held consultations with authorities in Korea, Mexico and Taiwan regarding problems
U.S. businesses were having in those countries. The authorities in Taiwan responded positively, if slowly, to many of the suggestions the
United States made over the next several years. By way of contrast, the
Koreans listened politely and promised to study the situation and Mexican officials explained why their status as a developing country prevented
adoption of any of the U.S. suggestions.
Representatives of the U.S. private sector who assisted with the consultations in these countries noted that the link between trade and intellectual property meant that high-level policy makers of the foreign
governments would participate when intellectual property problems were
discussed as part of trade consultations. They encouraged additional
consultations with other governments and worked to include references
to intellectual property in a number of important U.S. trade statutes.
When Congress was considering legislation that would grant special
tariff waivers on some products from Caribbean countries, the private
sector lobbied successfully to include "adequate and effective" protection
for intellectual property rights as one of the criteria considered by the
President in designating a country as a beneficiary. In 1984, substantial
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changes were made in U.S. trade laws by the Trade and Tariff Act of
1984. Congress added intellectual property considerations similar to
those in the Caribbean Basin Economic Recovery Act to the Generalized
System of Preferences, a law allowing products of designated developing
countries to come into the United States duty-free. Another provision
required that the Trade Representative submit to Congress an annual
report on non-tariff trade barriers of other countries, including barriers
created by inadequate and ineffective protection of intellectual property,
and describing what actions the U.S. government was taking to eliminate
those problems.
Perhaps the most important change was made to section 301 of the
Trade Act of 1974. That law allows parties to petition the U.S. Trade
Representative to investigate practices of foreign governments that are
inconsistent with a trade agreement or are unreasonable and have an adverse effect on U.S. commerce. If the Trade Representative could not
resolve the problem, she would recommend that the President impose
tariff increases or quotas on products from the country in question as
retaliation. The Trade and Tariff Act amended that law to allow the
Trade Representative to initiate investigations on her own motion and
added express reference to inadequate and ineffective protection of intellectual property in the definition of "unreasonable" practices.
In 1988, Congress believed the Executive Branch needed additional
tools (and perhaps encouragement) to speed up improvements in intellectual property protection in foreign countries. Therefore, in the Omnibus
Trade and Competitiveness Act of 1988, Congress further amended section 301. The amended law requires the Trade Representative, 30 days
after submitting her annual report to Congress on trade barriers, to designate as "priority countries" those which have the most onerous and
egregious intellectual property practices, the elimination of which would
be of significance to U.S. exports. Investigations under section 301 must
be initiated with those countries, unless the Trade Representative determines that it is not in U.S. economic interests to do so and reports her
determination and rationale to Congress. Once an investigation of a
country's practices is initiated, the Trade Representative must resolve or
make significant progress toward resolution of the problems within six
months, or she must proclaim sanctions against the products of the country involved. (The amendment transferred the authority to impose sanctions from the President to the Trade Representative.)
The annual report on trade barriers, including those involving intellectual property, is due to Congress by the end of April and the priority
countries must be designated by the end of May. Teams of U.S. government representatives are consulting with those countries that might be
designated as priority countries. Along with the work that will take
place this month and next in WIPO and GATT on intellectual property,
that means a great deal of work must be completed by the end of May
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1989. The resources being devoted to this issue reflect the importance
that the United States places on intellectual property protection.
Intellectual property protection should be important to other governments which trade in our market as well. After all, they benefit from
our relatively open market and from the preferences we give to developing countries. Those benefits cannot continue indefinitely if some governments persist in practices harmful to our exports in their markets.
IV.

CONCLUSION

Many foreign governments criticize these multilateral and bilateral
efforts. The United States believes, however, that it is critical for innovators and creators to have protection for their inventions and their writings from which we all benefit. That belief is expressed in the U.S.
Constitution. Our efforts to improve intellectual property protection
worldwide benefit everyone, while the manipulation of intellectual property laws by some countries to allow certain of their businesses to use
others' inventions and creations without authorization harms everyone.
Multilateral negotiations and, where necessary, bilateral efforts will result in greater innovation in the future throughout the world and that
greater innovation will help make life brighter for us all.

